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PRESIDENT’S  REPORT 


Buffalo,  N.  Y.,  February  1,  1921. 

TO  THE  STOCKHOLDERS: 

Herewith  is  submitted  the  fourth  annual  report  of  The  Pierce- Arrow 
Motor  Car  Compapy  for  the  fiscal  year  ending  December  31,  1920. 

Business  during  the  first  half  of  the  year  was  active,  and  operating 
conditions  were  difficult.  In  common  with  other  industries,  the  last  half 
of  the  year  showed  a marked  reduction  in  demand  for  both  cars  and  trucks. 
During  this  period  a substantial  rearrangement  of  the  plant,  to  provide 
improved  manufacturing  conditions,  was  accomplished.  Where  needed, 
machine  tool  equipment  was  modernized,  and  processes  revised  for  both 
quality  and  economy.  This  revision  is  now  practically  complete.  No  new 
buildings  were  constructed. 

INCOME  ACCOUNT 

Net  profits  amounted  to  $1,769,914.80,  after  setting  aside  out  of  earn- 
ings $567,676.96  for  current  depreciation.  Your  plant  has  been  fully  main- 
tained. At  the  same  time,  $693,914.41  being  about  80%  of  the  value  of 
tools  applicable  to  models  of  cars  and  trucks  no  longer  in  active  production, 
has  been  charged  against  the  reserves  for  depreciation  previously  estab- 
lished, thus  leaving  the  reserve  for  depreciation  shown  on  the  balance 
sheet  $126,237.45  less  than  as  of  December  31,  1919. 

There  have  been  declared  and  paid  during  the  year  four  (4)  quarterly 
dividends  of  $2.00  each  per  share  of  preferred  stock. 

There  was  added  to  the  surplus  account  $969,914.80,  equal  to  $3.88 
per  share  of  common  stock.  The  book  value  of  the  common  stock  shown  by 
the  balance  sheet  is  $39.49  per  share. 

CAPITAL  ACCOUNT 

Charges  to  property  and  equipment  accounts  during  the  year  amounted 
to  $1,938,517.39,  made  up  of  the  cost  of  tools  for  new  models  and  a limited 
amount  of  new  machinery.  As  stated  above  $693,914.41  was  charged  to 


reserve  for  depreciation  and  credited  to  capital  account,  leaving  the  net 
increase  in  capital  account  $1,244,602.98. 

GENERAL 

During  the' year  your  company  has  presented  to  the  public  a line  of 
three  new  trucks  and  the  new  PIERCE-ARROW  CAR. 

The  company  is  offering  its  distributors  and  users  a complete  line  of 
trucks,  consisting  of  2-ton,  3%-ton,  and  5-ton  models.  These  trucks  are 
superior  in  performance  and  economy,  due  in  no  small  degree  to  the  use 
of  Pierce- Arrow  dual  valve  engines.  ■ 

The  PIERCE-ARROW  CAR  olfered  to  the  public  for  1921  follows  the 
well-known  Pierce-Arrow  engineering  principles,  combined  with  modern- 
ized body  lines.  This  product  has  met  with  widespread  enthusiasm  at  the 
various  automobile  shows.  This  expressed  itself  in  a total  of  orders  re- 
markable considering  the  times,  and  distinctly  at  variance  with  the  general 
conditions. 

Preparation  for  the  manufacture  of  the  entire  line  of  trucks,  passenger 
car  chassis,  and  bodies,  has  involved  an  abnormal  expenditure  for  engin- 
eering, patterns,  special  tools,  and  putting  the  new  designs  into  production. 

CONCLUSION 

The  rearrangement  of  the  plant,  in  order, to  fit  it  for  the  resumption 
of  normal  activities  after  three  years  devoted  to  war  purposes,  has  now 
been  completed,  and  the  company  finds  itself  in  better  position  than  ever 
before,  not  only  to  maintain  but  to  enhance  that  reputation  for  quality  and 
efficiency  which  has  given  the  Pierce-Arrow  car  the  undisputed  claim  to 
leadership. 

Especial  recognition  is  due  the  organization  for  their  loyalty  and  en- 
ergy during  a year  that  has  involved  many  changes. 


By  order  of  the  Board  of  Directors 

CHARLES  CLIFTON 
Chairman. 


GEORGE  W.  MIXTER 

President 
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JANUARY  29,  1921. 


TO  THE  PRESIDENT  AND  DIRECTORS 
OF 

THE  PIERCE-ARROW  MOTOR  CAR  COMPANY 

We  have  examined  the  books  and  accounts  of  The  Pierce- Arrow  Motor 
Car  Company  for  the  year  ending  December  31,  1920,  and  find  that  the 
balance  sheet  at  that  date  and  the  relative  profit  and  loss  account  are  cor- 
rectly prepared  therefrom. 

During  the  year  only  actual  additions  have  been  charged  to  property 
account  and  sufficient  provision  has  been  made  for  depreciation. 

The  inventories  of  stock  on  hand  as  shown  by  book  inventories  based 
upon  physical  inventories  taken  on  October  31,  1920,  have  been  certified 
by  responsible  officials.  The  valuation  thereof  has  been  based,  as  to  goods 
specially  manufactured  for  the  company  for  which  there  is  no  current  mar- 
ket at  cost,  and  as  to  staple  commodities  at  market.  Having  regard  to  the 
sales  contracts  for  future  deliveries  such  valuation  is  in  our  opinion  fair 
and  reasonable. 

Provision  has  been  made  for  all  ascertainable  liabilities  including  estim- 
ated income  and  profits  taxes,  and  we  have  verified  the  cash  and  securities 
by  actual  inspection  or  by  certificates  from  the  depositaries. 

We  certify  that,  in  our  opinion,  the  balance  sheet  is  properly  drawn  up 
so  as  to  show  the  true  financial  position  of  the  company  at  December  31, 
1920,  and  the  relative  profit  and  loss  account  is  a fair  and  correct  statement 
of  the  results  of  the  operations  for  the  year  ending  that  date. 


PRICE,  WATERHOUSE  & CO.  (Signed) 


THE  PIERCE -ARROW 

BALANCE  SHEET 


ASSETS 

PROPERTY  ACCOUNT: 


Plant  site,  buildings,  machinery  and 
equipment $ 8,783,366.57 

Less — Reserve  for  depreciation  . . 2,032,784.64 


$ 6,750,581.93 

Land  not  used  for  business  purposes  . . 150,335.92 

Patents,  trademarks,  etc 2.00 


INVESTMENT  IN  AND  CURRENT  ACCOUNT  WITH 
“SOCIETE  ANONYME  DES  AUTOMOBILES 
PIERCE-ARROW,”  PARIS  .... 

CURRENT  ASSETS: 

Inventories : 

Finished  vehicles  and  parts  $ 4,756,403.46 
Work  in  progress  . . . 3,116,595.74 

Raw  material  and  supplies  . 8,597,663.03  $16,470,662.23 


Notes  and  Accounts  Receivable  ....  1,798,857.78 
Miscellaneous  investments  and  deposits  . . 146,914.54 

Cash  in  bank  and  on  hand  . . . . , . 1,338,099.93 


DEFERRED  CHARGES  TO  OPERATION: 


* 


6,900,919.85 

251,820.56 

19,754,534.48 

448,822.06 


$27,356,096.95 


MOTOR  CAR  COMPANY 

DECEMBER  31,  1920 


LIABILITIES 

CAPITAL: 

8%  Cumulative  convertible  preferred  stock: 

Authorized  and  issued — 100,000  shares  of 

$100  each  par  value $10,000,000.00 

Common  stock: 

Authorized  and  issued — 250,000  shares  of 
no  par  value  but  of  the  declared  value  of 

$5.00  per  share 1,250,000.00 

Capital  surplus  4,081,411.90 


$15,331,411.90 

CURRENT  LIABILITIES: 

Bank  loans $ 5,750,000.00 

Accounts  payable 1,201,538.47 

Customers’  Deposits 131,600.00 

Estimated  profits  and  income  taxes  . . . 250,000.00 


7,333,138.47 


RESERVE  FOR  COMPENSATION  INSURANCE, 

CONTINGENCIES,  ETC.  • 150,000.00 

SURPLUS: 

Balance,  December  31,  1920,  per  attached 

statement  4,541,546.58 


Note:  The  excess  of  purchase  prices  over 
market  values  of  materials  purchased  for 
future  delivery  is  estimated  not  to  exceed 
$300,000.00 


$27,356,096.95 


THE  PIERCE-ARROW  MOTOR  CAR  COMPANY 


PROFIT  AND  LOSS  ACCOUNT  AND  STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDING  DECEMBER  31,  1920 


Net  manufacturing  profits,  after  making  pro- 
vision for  depreciation  of  properties 

amounting  to  $567,676.96  ....  $ 1.987,687.99 

Add — Profit  on  sale  of  stock  in  affiliated  sell- 
ing company  and  adjustments  resulting 
from  settlement  of  claims  and  refunds  of 

taxes 216,885.79 


$ 2,204,573.78 

Less 

Interest  (net)  and  other  financial  expenses  $JL84, ($58.98 
Estimated  income  and  profits  taxes  . . ^50v,000i00  ; 

4 

434,658.98 


Net  profits  for  the  year 
Surplus  at  December  81, 1919 


$ 1,769,914.80 
3,571,631.78 


$ 5,341,546.58 

Deduct — Dividends  8%  on  preferred  stock  800,000.00 


Surplus,  carried  to  balance  sheet  $ 4,541,546.58 
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